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FOREWORD 


ts ¥ _ This reference book is intended to provide a descrip- 
tive, factual summary of Dominion and provincial 
corporation taxes, as a convenient source of material 
for further consideration of this subject or relevant 
proposals. The material has been compiled under the 
ny ae direction of the Secretariat of the Cabinet Committee on 
; Dominion-Provincial Relations. 


Part I 


GENERAL REVIEW 


1. DEFINITION OF CORPORATION TAX 


Before considering the taxes levied by the various 
governments on corporations as such, it is necessary to 
decide just what constitutes a corporation tax. Taxes 
so levied fall into two main classes, viz., those based on 
income, and those based on capital structure, number 
and location of offices, or other bases. In the latter 
class may be included a number of taxes which are 
classified by the levying bodies as “license fees” but 
which are in effect true corporation taxes. Generally 
speaking, a corporation tax is a revenue-producing levy 
while a license fee is incidental to a regulatory measure; 
these two features have been combined in some cases, 
making particular classification difficult. This same 
problem was met at the time of the drafting of the 
Dominion-Provincial Tax Suspension Agreement, 1942, 
and the following definition was constructed: 


“Corporation tax’ means a tax or fee the impos- 


ing of which singles out for‘taxation or for discrim- 
inatory rates or burdens of taxation, either formally 
or in effect, corporations or any class or classes 
thereof or any individual corporation... ” 


Then follow certain specific exceptions, not per- 
tinent to this study, but including a restriction of license 
fees to a maximum amount of $250 per annum and also 
listing as an exception— 


“a license fee or other fee or tax for specific rights, 
benefits or franchises granted by a municipality or 
where they are to be exercised or enjoyed only in 
territory not included in any municipality by any 
authority (including the Province) having jurisdic- 
tion in such territory;” 


This definition of a corporation tax has been adopted 
in the material which follows. 


2. DOMINION OF CANADA 


Business Profits War Tax Act 

Taxes were first levied on corporations by the 
Dominior of Canada under The Business Profits War 
Tax Act, 1916. These were taxes on income only, and 
no taxes other than on income have been levied on cor- 
porations as such by the Dominion from that time to 
the present date. This first tax was intended to tax the 
excess profits resulting from increased wartime activi- 
ties, and provided basic exemptions predicated on either 
past earnings or the capital employed in earning the 
profits. 

This tax was levied on all types of business profits, 
with the exception of (a) small businesses having less 
than $50,000 capital, (b) life insurance companies, (c) 
farming and live stock raising, and (d) any municipally 
or provincially owned undertaking. A tax of 25 per cent 
was applied on all profits of incorporated companies in 
excess of 7 per cent of the capital and surplus, and on all 
profits of other businesses in excess of 10 per cent of the 
capital employed. 


‘After the introduction of the Income War Tax Act 
in 1917, amounts paid by way of tax under The Business 
Profits War Tax Act were allowed as deductions from 
income tax. The Business Profits War Tax Act was in 
force for a total of six years, applying to the profits of 
the years 1915 to 1920 inclusive. Total revenues derived 
from this Act, including all collections on revised or addi- 
tional assessments, amounted to $198,544,083; these 
collections were received by the Dominion in the years 
1917 to 1933 inclusive. 


Income War Tax Act 

This Act first imposed a tax on the income of a cor- 
poration earned in the fiscal year ended in the calendar 
year 1917. The original Act (7-8 Geo. V c. 28) provided 
for an exemption of $3,000, and a tax rate of 4 per cent. 
The rate was raised to 6 per cent in 1918 (8-9 Geo. V 
c. 25), and in 1919 to 10 per cent with a reduction of 
the statutory exemption to $2,000 (9-10 Geo. V c. 55). 
A special provision was made in the latter Act regarding 
the taxation in the hands of the shareholders of profits 
earned prior to but distributed after January 1, 1917, 
as follows: 


“Dividends or shareholders’ bonuses paid or 
credited to its shareholders by a corporation on or 
after the first day of January, one thousand nine 
hundred and seventeen, shall be taxable as income 
of the shareholder in the year in which the same are 
received or credited unless paid exclusively out of a 
surplus or accumulated. profits on hand prior to the 
first day of January, one thousand nine hundred and 
séventeen. No dividend or shareholders’ bonus shall 
be deemed to be paid or credited out of surplus or 
accumulated profits on hand prior to .the first day 
of January, one thousand nine hundred and seven- 
teen, if the earnings of the corporation since the 
beginning of the accounting period which ended in 
the year one thousand nine hundred and seventeen 
are sufficient to provide for the said dividend and 
other taxable dividends paid or credited since the 
said date.” (Section 3, subsection 5, added by 9-10 
Geo. V c. 55, sec. 2 (4).) 


The distribution of exempt dividends was limited 
to distributions prior to January 1, 1920, by 10-11 Geo. 
V c. 49, sec. 3. 

The tax rates of 1919 were increased in 1920 by the 
addition of a surtax of 5 per cent of the tax otherwise 
payable. 

In the 1933 Act (23-24 Geo. V ce 41) the statutory 
exemption was eliminated, and provision was made for 
the filing of consolidated returns by corporations and 
their subsidiaries, with slightly higher tax rates being 
applicable thereto. 

The following tabulation shows the exemptions from 
and rates of income tax applicable to corporations in all 
years from 1917 to date: 


Taxation year 


Tax Rates 
Exemption A 
Normal Additional ie as 

$3 ,000 4% nil 
si 3,000 6% nil 
vicebe 2,000 10% 5% of tax| 
> ones 2,000 9% nil First recognized 
oes 2,000 8-1% nil in 1932 
Pec 2,000 8% nil 
See 2,000 10% nil 
<b ieae 2,000 11% 5% of tax 
ar nil 124% nil 134% 
week nil 134% nil 15% 
c neaay: nil 15% nil 17% 
Sats: nil 18% nil 20% 


Until the year 1941, insurance companies were 
entitled to deduct from income taxes payable, the 
amounts paid as a tax on premiums under the Special 
War Revenue Act. This latter tax, amounting to 1 per 
cent on premiums, was raised to 2 per cent in 1941 
and the deduction allowance was discontinued. 

Tax collections from corporations under this section 
of the Income War Tax Act have varied from a low of 
$1,376,830 in the first year to a high of $347,969,723 in 
1942-43. Total collections to March 31, 1944 amounted 
to $1,809,989,055. 


The Excess Profits Tax Act 

A measure taxing the increased profits resulting 
mainly from the war-inflated activity was introduced in 
September, 1939.2 This Act was repealed retroactively 
and replaced by The Excess Profits Tax Act, 1940 (Sta- 
tutes of 1940, c. 32). This latter Act imposes two taxes: 


1. A general tax on all profits. 


1 Commencing with profits earned on and after January l, 
. 140, on a pro rata daily basis for corporations with fiscal years 
ended other than on December 31. 


2 Statutes of 1939 (2nd Session), c. 4. 


2. A tax on profits earned in excess of those 
earned during the standard period, 1936 to 
1939 inclusive. 


Provision was made for increased eae profits, 
in cases where depression could be proved for the period 
1936-39, either on the basis of self-assessment (if ac- 
ceptable by the Minister of National Revenue) or as 
determined by a Board of Referees constituted for that 
purpose. 

Another section of the Act (section 18, effective 
on and after July 1, 1942) provides for the refunding 
of a certain portion of tax, without interest, at a stated 
period after the cessation of hostilities. The refund- 
able portion, is calculated at 20 per cent of the profits 
earned in excess of the point at which minimum and 
maximum taxes payable are equal. Under present tax 
rates, this “‘splitting point” is 116% per cent of standard 
profits. 

Excess profits taxes apply also to individuals in 
businesses other than of a professional nature or small 
personal businesses earning less than $5,000 per annum. 

Excess profits tax rates, minimum and maximum, 
in effect during various periods are shown below: 


Period 


Flat rate on total Minimum tax on total 


Janeen! 040) tonbecs a lai O40 crs. trent. anton hoax bec Setar erele Meena eae 
Jan rE LOS! tonne. 0; O42 At a. oe ek eee ee nee Ree 
aly PTO ore acee ee Siete ol ae caeiacmt ya os REL, Skee cape eae tome 


Tay 
profits profits i a af 
, f profits 
Corporations] Others Corporations Others 
nil nil 12% 12% 75% 
nil nil 22% 15% 75% 
12% nil 19% 100% 


15% | 


Revenues from this tax, collected to March 31, 1944, 
totalled $1,082,462,131, of which $1,046,032,836 was 
paid by corporations, including the refundable portion. 


Summary 


The effective periods of the various Dominion taxes 
on corporate incomes, and the total collections there- 
under to date are as follows: 


Act 


Effective Period | Total Collections 


The Business Profits War Tax 


INC EROLG ee packs Bi oct 1915 to 1920 inc. $198 , 544, 0833 


The Income War Tax Act, 


1917 to date‘....}| 1,809,989,055 


1940 to date*....}| 1,046,032,836 


5 3 Includes tax collections from individuals. 
4 Collections since March 31, 1944 are not included. 


3. PRINCE EDWARD ISLAND 


Prince Edward Island imposed its first tax on cor- 
porations in 18945. This tax was levied on certain 
specified “companies and associations’, and the only 
changes from that time to this have been: 


1. Addition of new classes of companies. 
2. Variations in the amounts of the specific taxes. 
8. Addition of a tax on income. 


In most cases, corporation taxes other than on in- 
come are for specified amounts and are not based on 
capital, gross income, production, or any other fluc- 
tuating basis. 

Similar corporation taxes are authorized by the Act 

of Incorporation of the City of Charlottetown, but 
revenues thereunder have been relatively small, reach- 
ing only $10,132.50 in 1940. 
“Provincial corporation taxes are now levied under 
two Acts, viz., The Personal Property and Special Com- 
panies’ Taxation Act (1938, c. 18, Part III) and The 
Companies’ Tax Act (1940, c. 23). 


Special Companies 

Flat rate taxes were first levied on insurance com- 
panies, banks, telegraph, trust, loan and building com- 
panies. These classes have now been extended to in- 
clude: 


Railway express, acceptance and finance com- 
panies, common carriers and steamship companies, 
resident and non-resident stockbrokers, branch chain 
stores (both retail and wholesale), branch chain 
theatres, electric light and power companies. 


The amount of tax levied on the respective classes 
varies in the case of flat rate taxes, from $50 to $2,000. 
Other taxes are levied as a percentage of gross revenues 
or earnings or, in the case of banks, on average loans 


557 Victoria, c. 3. 


9 


and deposits. In the case of taxes other than those at 


a specified or flat rate, certain minima and maxima are 
established. 


Taxes on capital 


A special tax is levied on corporations “domiciled 
or‘ having security registers in the Province of Prince 
Edward Island” (The Companies’ Tax Act). This tax 
is imposed on all companies which, while being domi- 
ciled in Prince Edward Island yet have 95 per cent of 
their business or assets outside the Province. Liabil- 
ity to tax under this statute exempts a corporation from 
any other tax, including succession duties. 


Rates or amounts of tax 


The following tabulation lists the various rates or 
amounts of tax as they apply to corporations: 


A. Domiciled companies: 


Paid up capital Rate or amount of taz 


From To 
— $ 100,000 ...... $ 50 
$ 100,000 500,000" 22.04. 100 
500,000 1,000,000 ...... 200 
1,000,060 ee RG tals 200 plus $100 for each addi- 
tional $1,000,000; maximum 
$1,500 
B. Other: 
Type of corporation Rate or amount of tax 
Insurance—accident ........... $ 75 
—guarantee .......... 50 
—accident and guar- 
ANU Fy che ties F:¢- eee ago ecs 100 
—fire—resident ....... 100 
—non-resident .. 225 
=—OXCHANZES  cicicisisies oes 225 


Fixed by Order in Council 
2% of net premiums received 


—special brokers 
—life and endowment. 


from residents; minimum 
$100 

Railway express—non-resident . $500 

Acceptance or finance ......... 500 

VSO AM Wars Bestar core a cataneiai Kale ieiaveistecsravers 100 

Burldimg: 2 cvee hyo a eevee aye otstabelciees 100 


Trust, or trust and loan 34% of gross earnings within 


eocoee 


the Province; minimum 
$400 
Banks 0. scacecsesemoe cer -s-- % of 1% of average loans 
and deposits; minimum 
$1,466 
Stock and bond salesmen—non- 
resident 24a scuide wer pace eee $150 
Stock brokers or investment 
dealers— 
= non-resident <....-: 5% of gross earnings within 
the Province; minimum $200 
—resident ............ As for non-resident; min. $150 
Branch chain store ........... 3% of gross turnover; max. 
$2,000 
Branch chain wholesale store .. 1% of gross turnover; max. 
$2,000 
Branch chain theatre .......... $500 
Welecraphy oy eas ata de.s tices s,s 800 
Common Scarriers® 2 sic.deie -io-0 00 150 


14% of gross revenue derived 
within the province. 


Electric light and electric power 


10 


General 

Revenue from corporation taxes has been relatively 
smaller in Prince Edward Island than in other prov- 
inces. In 1913, total corporation taxes amounted to only 
$14,000° less than 3 per cent of total provincial revenues 
for that year. In 1933 total corporation taxes were 
$125,0007 or 10.7 per cent of total revenues, and in 
1940 the respective figures were $153,0008 and 9.1 per 
cent. 

All the above corporation taxes were suspended under 
the provisions of “An Act to Suspend Temporarily the 
Imposition of Income Taxes, Corporation Taxes and 
Taxes on Securities” (1942, c. 1), with the exception that 
the province was given the right to levy a license fee of 
$25 on each company which previously had been required 
to pay taxes under the Companies’ Tax Act. 


4. NOVA SCOTIA 


_ The province of Nova Scotia entered into the corpo- 
ration tax field at a relatively late date. The first Act 
levying a tax on corporations as such was ‘““The Domestic, 
Dominion and Foreign Corporation Act”, chapter 15, 
Statutes of 1912. This Act while not strictly a corpora- 
tion tax is nevertheless such a tax in effect as it imposes 
substantial license fees varying in amount up to $7,750 
per annum. The only Act levying corporation tax as 
such is “The Provincial Revenue (Corporations) Act” 
which was amended and consolidated in 1939 under the 
title of “The Corporations Tax Act, 1939”. One addi- 
tional license fee imposed on certain corporations which 
is in effect a corporation tax is that imposed on gasoline 
wholesalers under “The Gasoline Licensing Act, 1934”. 


The Domestic Dominion and Foreign Corporation Act® 

This Act levies certain fees on corporations depending 
upon the amount of their nominal capital. Foreign 
corporations pay a higher rate of tax or “fee” than do 
domestic and Dominion corporations. Taxes so levied 
are as follows: 


6 Comparative Statistics of Public Finance, Royal Commission 
on Dominion-Provincial Relations. 

7Comparative Statistics of Public Finance, 
vincial Conference on Reconstruction. 

8 See footnote 7, 

®9RIS.N.S. 1923, ¢c. 173. 


Dominion-Pro- 


Domestic or 


Capital Kt Foreign 
Not Exceeding pete: Corporation 
Corporation 
$ 5,000 $10; 4 “hae ee 
10,000 20 $50 
25 ,000 30... 
50,000 50 100 
75,000 75 ae cee er 
100 ,000 100 150 
250 , 000 125 - 4 cee 
500,000 150 200 
1,000,000 200 sf en 
InsExcess:ofs $0005 000m: sao Cees $200 and 10c. for 
every $1,000. 
In Excess of $1,000,000.}$200 plus 10c. for 
each $1,000. 


The Gasoline Licensing Act, 19341° 


This Act imposes fees on wholesalers of gasoline, 
based on the number of gallons of gasoline which a 
wholesaler is authorized to sell under his license. Fees 
range from $250 for an authorized quantity of 500,000 
gallons to $7,500 for an authorized quantity in excess 
of 10,000,000 gallons. Additional license fees within those 
brackets are payable as total sales by any wholesaler 
exceed the quantity then authorized. 

In the case of this and the above-mentioned Act the 
fees payable were restricted under the terms of the 
Dominion-provincial tax suspension agreement to 
amounts not in excess of $250 per licensee. 


The Corporations Tax Act, 193911 


This Act comprises the tax which is generally known 
as a corporation tax in other provinces. Various types 
and rates of tax are levied on specified companies, the 
basis being either capital, number of branches or offices, 
gross income, turnover, or other similar basis. 


The particular fees levied are as follows: 


10 Statutes of 1934, c. 2. 
11 Statutes of 1939, c. 2. 


Type of Company 


Banks— 
Capital under $500,000........... 
ployed in Nova Scotia. 


Capital over $500,000............ 


No office in Halifax. ployed in Nova Scotia. 


Office in Halifax........... 
ployed in Nova Scotia. 


Tax on Capital 


1/10 of 1% of paid-up capital em- 


1/10 of 1% of paid-up capital em- 


1/10 of 1% of paid-up capital em- 


Other Taxes 


$1,000 plus $150 for each office; 1/20 of 1% of average 
value up to $15,000,000 plus 1/60 of 1% for excess. 


$2,500 plus $250 for each office up to 10. Average 
volume tax as abcve. 


$7,500 plus $150 for each office in Halifax, $600 for each 
other office up to 10, $300 for each office from 11 to 
20, and $150 for each office over 20. Average volume 
tax as above. 


Type of Company Tax on Capital Other Taxes 
A TEREATIC’ OOM DATILCS 55 5 cle 5n, <<, asescroheteee| Stara Nee ke Ake RI Na ea SIR Ss c0 8 Firstecicet: 24% of premiums. 
MFORHECOTOPADICSS, «5 15) -.5,0)s\eheuei« sxcseiefeisie « 1/20 of 1% of paid-up capital employed| 1/8 of 1% of money invested in N.S. Minimum $100. 
in 
BErUBEIE OMDANIES 52... visio a «, scious :.0-e ie 1/8 of 1%-of first $600,000........... 2% of gross income up to $25,000 


+ of 1% for each additional $100,000 | 23% of gross income from $25,000 ot $75,000 
3% of gross income in excess of $75,000 


Finance Companies.................. 1/8 of 1% of paid-up capital employed] $500 for principal offices 


in N.S., minimum $200. $250 for each additional office. 
Melegraphiand Cable: Companies spas. c 52 dei senna eee feces so saeicee ats $500 plus 1% of money invested in telegraph or cable 
up to a tax of $500. 
Telephone Companies................ 1/5 of 1%, plus 1/10 of 1% for capital) (1) Where capital exceeds $30,000, 3% of gross revenues. 
in excess of $500,000. (2) 25 cents per telephone instrument. 
(3) 5 cents per long distance message in excess of 
25 cents. 
Gas and Electric Companies.......... 1/5 of 1%, plus 1/10 of 1% for capital] (1) Where capital exceeds $30,000, 3% of gross revenue 
in excess of $500,000. from gas and tramways, and 2% of gross revenues 


from gas plant. 
(2) 25 cents per gas or electric meter. 


Electric Tramways.........-.-...-.- t/TOroL 1 OZ onrcapital ayn teeter Where capital exceeds $30,000, 1% of gross revenues. 
lbguress Cin afin Ch oada pian boo boar Une pan oy Seeicteac o. o8 Oto ena tone rericeroe $800 per mile of railway operation. 
Riaibaaya@ OM PAMies epvereies otceckeveder-0-4- oo | cml teefeciage deren sists ster srsi plese 6-018) ace. 309 (eles. se (1) $50 per mile of track in excess of 60 miles; where 


main line is two or more tracks, $30 per mile of 
additional track; $30 per mile of track line up to 
60 miles. 

(2) Additional tax of $20 per mile plus $10 per mile of 
double track. 

Nore: Any track less than 60 miles is deemed to be a 
Branch Line. 


i2yloite WUE bees ececameesiaanigal leno Onc oeoonscoscocesamoecnd ocr :...| 50% of earnings in excess of 8% of value of property 
and assets, plus tax on “General”? Companies shown 
below. 


LOT TEAL SLOTS HO EP crane se Leo Mee Ee side ie Cle ahd Sodus ese Gusraereiele lane 1/10 of 1% of gross sales of N.S., plus tax on “‘General”’ 
Companies shown below. 


General Companies....:..........+.- AY TOVOP MOG plUS 256 ie ea etree 1% of net revenue, after deducting income tax paid to 
1/15 of 1% on capital in excess of} the Dominion or another province; net revenue 
$5,000,000; minimum tax, $10. ascertained on basis of gross sales or revenue, ex- 

cept:—Real estate companies, on basis of assets; 
manufacturing in N.S. if sales in N.S. are less than 
50% of total sales, also on basis of assets. 


5. NEW BRUNSWICK Respecting Taxation of the 
In common with most of the other provinces, New New Brunswick Tele- 
Brunswick levies taxes on corporations, using various phone Company, Lim- 


bases.112 Capital stock, places of business, gross ae He 
revenues, all find a place in the taxing statutes. At the 
time of the oni erence! Tax Suspension Agree- RS Ta Oa DEF OC R.S.N.B. 1927, c. 191 
ment, corporation taxes were levied under the Corpora- 
tion Tax Act (2 Geo. VI c. 18), An Act Respecting the The Rates and Taxes Act.. R.S.N.B. 1927, c. 190 
Taxation of Railway Companies (R.S.N.B. 1927, c. 17) 
and The Gasoline Sales Act (25 Geo. V c. 17). The Schools Act: 1. See A R.S.N.B. 1927,c. 52 
Municipalities in New Brunswick also levy a variety 
of corporation taxes on various bases.11* The legislative : RE tuts 
authority for these taxes is as follows: poration of individual 
cities, towns and muni- 


ited, for Municipal Pur- 


and various Acts of Incor- 


11a Suspended under the terms of the Dominion-Provincial Tax , se 
Suspension Agreement. cipalities. 


12 


Profits Taz. Other Taxes. 


Taxes are levied on corporation profits under section As in the case of other provinces, the bases and rates 
25 of The Corporations Tax Act. No deductions are of taxation under this section vary with the type and 
allowed for any income or profits taxes paid to either aineofithenbuiess invoaee 
New Brunswick or any other authority. Provision 1s 


: 5 Fees are assessed against gasoline wholesalers under 
made for the allocation of profits on the basis of © 8 


z : The Gasoline Sales Act, at the following rates, depend- 
(a) ae a ies oe in the province as shown ing upon the volume of sales. 
y certified statements, or 


(b) Gross sales, or revenue pro-rated as between Up to 500,000 gallons.................., $100 
provinces where income taxes are payable, any Up: td: 7.000 000 "eallonse. see nae 200 
sales in a province not taxing the income to be with increases thereafter of $200 for each 


included in the total for New Brunswick. additional 1,000 gallons. 

91 es ne A SERS UE Provision is made in The Corporation Tax Act for 

Z rhe Ae ea types of aie ate exempted from reduction of taxes at the discretion of the Governor in 

the payment of ‘profits tax: Banks, insurance, telegraph Council where only part of the business is carried on 

and cable, telephone, street railways, gas and electric, in the province (Section 28). The following tabulation 

express, sleeping and parlor car, and non-resident con- summarizes the rates of tax levied on various types of 
struction companies. companies. 


—— 


Type of Company Tax on Capital Other Taxes 


Boake? oie. 3 faces y see) Fabee ga lole 8 rose xe hut pT REMC Bea ele eukicss, Soe. Sten ee 1/10 of 1% of average monthly volume, or where 
capital exceeds $500,000 a tax of $5,000 for the main 
office and $500 for each other. 


Lihe s ceapatevdtaceuis yew ate ert as Lega | ae ak alles oe aL Ree ere coer aaa Scares 23% of premiums, plus $150. 
Other ee was site cnutleahca te tae reel ota gues Geateleter morn teenie een ara at Anrae 3% of premiums; minimum taxes—fire, $150; other, 
$50; insurance exchange, $25. 
mlicensedierer. wei etic tenes sie, sos heretc ea taieto ease eI CRN me ayn setiterscee. 5% of premiums. 
Trust Companiesan. aioe: ciatc cir eee + of 1%; Minimum taxes:— $500 
Capital from $5,000 to $25,000. .$ 25 
Capital in excess of $25,000.... 50 
INon-réesidentigass coals ee 100 
LoanxCompanies tinea etic nile As for Trust Companies.............. $500 
Rinance'Companies*s.-.4- 2-4-5 As for Trust Companies............. $500 
TLelegraphvandj@ able: Companies*:34-cuilae avo setae ~ da sete soe $500, plus 1% of investment in lines. 
Telephone Companies*............... 4 of 1% plus § of 1% on capital in excess | Where capital exceeds $30,000, 3% of gross income. 
of $500,000 Note.—N.B. Telephone Co. does not pay this tax 


(R.S.N.B. 1927, c. 16, sec. 9 (1) ) but pays 10% of 
gross earnings from long distance calls. 


Street Railway Companies*.......... pala Te Aare Pan Sa, Bin tr ae oie a $50 to $100 per mile of line. 

Gas and Electric Companies*......... z of 1% plus § of 1% on capital in excess | Where capital exceeds $30,000, 2% of gross revenue 
of $500,000 of gas plant, and 3% of gross revenue from other 

sources except tramways. 

Express \Compainies Sane aetna ee cre crac | cee ete ee tte techn aol ni aya.4 raya oe omeasteeee $400 per 100 miles of railway. 

Sleepingor Parlor‘ Car Companies*.0-| 225 eer een ee eee $300 

Construction Companies Non-resident*|.......... FR ce ea eee ee Fixed by Order in Council 

QOutside= companiess holding assets: in| Gestane ace Geereieine erica eo eet er er $50 


N.B. but having no office in Province.* 


Other companies*iy nee oars occk s of 1%; minimum taxes:— 
Capital from $5,000 to $25,000. .$ 25 
Capital in excess of $25,000.... 50 
INon=resident-. concise it eee 100 
Railway Companies. i crate ow cece celeed aes GeO OME ne co one $50 to $100 per mile. 


* Plus 10% surtax. 


6. QUEBEC 


The first law for the taxing of corporations in the 
Province of Quebec was passed in 1882, two years after 
similar legislation had been passed in the State of New 
York. “The Province of Quebec was the first to single 
out corporations as objects of special taxation”.12 
This first Act provided for the direct taxation of, banks, 
insurance companies, loan companies etc., and all 
ordinary incorporated companies in the same manner 
as provided under the present regulations, namely, a tax 
on capital and tax on places of business. 


The main point of interest in the history of direct 
corporation taxes in Quebec is the development of pro- 
portionate rates. Under the original Act of 1882, the 
taxes were fixed amounts differentiating between various 
types of business and in some cases between capital 
investment. The tendency has been to introduce rates 
on a percentage basis for the levy on capital, but the 
levy based on places of business has remained a fixed 
sum to the present day. 

In 19138, the revenue from corporation taxes amount- 
ed to $943,000 13, which was 11.1 per cent of total 
revenue 1% for that year. In 1937, corporation taxes 
provided 16.8 per cent of total revenues, amounting to 
$9,665,000 13, more than 10 times the 1913 revenue, 
while the 12 month period ended June 30, 1941 provided 
revenue from corporation taxes amounting to $15,720,- 
000 14. 

Provincial corporation taxes are now levied under the 
Corporation Tax Act and the Railway Subsidy Repay- 
ment Act, while a special tax on the profits of mining 
companies, where such profits are in excess of $10,000, 
is imposed by the Quebec Mining Act. 

The City of Montreal provides for a premium income 
tax on fire insurance companies and the Cities of Mont- 
real and Quebec levy a number of sundry taxes or 
license fees on banks and other companies. 


Corporation taxes levied under two of the above- 
mentioned Acts!4* and the City of Montreal premium 
income.tax on fire insurance companies were suspended 
by the Dominion-Provincial Tax Agreement (Bill No. 33, 
1942, Quebec), whereby the taxes provided for were not 
levied after August 1941 a sum being paid by the 
Dominion to the Province as compensation for loss of 
tax revenue in the years following. 

The Corporation Tax Act, the Railway Subsidy Re- 
payment Act and the Quebec Mining Act are considered 
in summarized form in the following paragraphs. 


Profits Taz: 
The Corporation Tax Act15 


All incorporated companies other than personal cor- 
porations carrying on business in the province of Quebec 
are liable to profits tax. Partnerships and associations, 
etc. whose main office is outside of Canada who are 
carrying on business in the province of Quebec are 
also taxable; but certain special types of corporations 


12 Vineberg, S., Provincial and Local Taxation in Canada, p. 
109. 

13 Comparative Statistics of Public Finance Royal Commission 
on Dominion-Provincial Relations, Appendix 1, Statement 28. 

14 Comparative Statistics of Public Finance, Dominion-Provin- 
cial Conference on Reconstruction. 

144 Taxes imposed by the Quebec Mining Act were not sus- 
pended. 

15 R.S.Q. 1941, Chap. 77, sec. 6 et seq. 
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such as banks and insurance companies and companies 
organized on a mutual basis are not generally subject 
to the tax. 


The tax is calculated at 5 per cent of the total net 
profit of a company for its fiscal year. 

Net profit consists in the main of income subject to 
tax as defined by the Income War Tax Act of the 
Dominion of Canada, one major difference being that 
only one-half of any dividends from Canadian corpo- 
rations received by the taxable company is exempt from 
the profits tax instead of the whole of the amount of 
such dividends as provided in the Dominion Income 
Tax Act. 

The amount of tax paid upon income to the Dominion 
of Canada is not allowed either as a deduction from 
profits or from tax for profits tax purposes. 

There are certain provisions of a reciprocal nature 
in the profits tax regulations briefly as follows: In the 
case of real estate companies, companies owning and 
operating grain elevators and companies whose operations 
in the opinion of the Treasurer of the Province tend to 
deplete the natural resources of the province only a 
part of the net profit is taxable. The taxable amount 
is computed by calculating the percentage of the total 
fixed assets and goods and supplies of the company 
situated inside the province of Quebec; this percentage 
is then the proportion of net profit of the company that 
is subject to tax. Any other company whose head office 
is in Quebec may deduct from the profits tax which 
would otherwise be payable either 

(1) the amount of tax on net profit paid or payable 
to any other province or state with respect to the same 
financial year, or 

(2) the amount of tax on profits calculated at the 
rate of 5 per cent on that part of the total net profit of 
the company proportionate to the relationship in value 
as between the gross sales made to or the gross revenue 
received from customers residing outside the Province of 
Quebec and the total gross sales made or gross revenue 
received, whichever is the lesser. Any other company 
the head office ‘of which is outside of the Province of 
Quebec may deduct from the profits tax which would 
otherwise be payable an amount as per (2) above. 

Where a company owns one or more subsidiary com- 
panies each company must file its own return of profits. 
Consolidated returns are not acceptable. 


Quebec Mining Act1® 

Under this Act, a tax upon the profits of mining 
companies is levied, (where such profits are in excess 
of $10,000 per annum) at the following rates:— 


Profits in excess of $ 10,000 up to $1,000,000..... 4% 
On the excess above $1,000,000 “ ‘“ $2,000,000..... 5% 
« «& & ~~ 9,900,000 “ “$3,000,000... 6% 
AS a Se ees <1 eee a ee 7% 


In the event of ore being taken outside the Province 
for treatment, or being treated in a plant in a situation 
not approved by the government, the tax may be three 
times that which would otherwise be payable. 

This tax, however, was not considered a Corporation 
tax for the purposes of the Dominion-Provincial Tax 
Agreement, but rather a levy in the nature of a royalty. 


16 Revised Statutes of Quebec, 1941, Chap. 196. 
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The Railway Subsidy Repayment Act17 


Railways formerly subsidized by the Province, are 
required to pay a tax of either, 


(a) one-half of one percent of the amount of the 
subsidy paid by the Province, or 
(b) five percent of the net earnings of the railway. 


This tax is on an optional basis, the railway having 
the choice of paying either (a) or (b); in order to pay 
tax under (b), however, returns of operations must be 
filed with the Province within three months from July 1, 
in each year. 


Taz on Capital and Place of Business: 


The Corporation Tax Act18 


The basis and rate of taxation varies with the type 
and size of the business involved. 

Practically all types of companies pay a certain 
percentage on their capital (which includes capital stock, 
surplus, bonds, etc. and all indebtedness of a capital 
nature) plus a levy for each place of business operated 
in the province. 

In the case of insurance companies, briefly, the tax 
is based on premiums received or business transacted 
in the province. When any premiums are already taxed 
by any other province, state or country, the Provincial 
Treasurer may, if he deems fit, exempt an insurance 
company from the tax on such premiums. 

Provision is made for a retaliatory tax on insurance 
companies incorporated outside the Province of Quebec 


17 Revised Statutes of Quebec, 1941, Chap. 81. 
18 Revised Statutes of Quebec,+1941, Chap. 77, sec. 3, et seq. 


and doing business in Quebec where insurance companies 
incorporated inside the Province of Quebec doing business 
in another province, state or country are taxed at a 
higher rate than insurance companies incorporated in 
such other province, state or country. 

In certain special cases a company may pay a tax 
less than that imposed by the Act upon recommendation 
by the Provincial Treasurer, as follows: A company 
which 


(a) does only part of its business in the province, 

(b) does no other business in the province than 
holding the stocks, bonds or other securities of 
other companies, 

(c) being a holding company and having its statutory 
office outside the province has an office. or holds 
directors’ meetings in the province or keeps a 
bank account or part of its securities in the 
province, or 

(d) being a mining company is not in the opinion 
of the Treasurer developing its properties and 
is not producing for the market. 


An annual tax of $20 is levied on any company whose 
head office is in the province when such company is 
entirely without assets and which in the opinion of the 
Treasurer has not commenced or has ceased to do 
business, provided that such company has not sur- 
rendered its charter. The directors of the company 
are jointly and severally liable for this tax. 

The various taxes imposed and the basis of such 
taxes on different companies are summarized in tabular 
form as follows:— 


Type of Corporation Capital Tax 


Ordinary Companies................. 


and undivided profits. 


1/10 of 1% on capital...... 


1/5 of 1% on the paid-up capital stock 
and 1/10 of 1% on the Reserve Fund 


Cy 


Other Taxes 


Where the paid-up capital is less than $25,000:— 
$25 for each place of business in Montreal and Quebec 
and 
$20 for each other place of business in the Province. 
In all other cases $50 for each place of business in 
Montreal and Quebec and 
$25 for each other place of business in the Province. 


$3,000 for the principal office of the bank in Montreal 
or Quebec and in addition 
$200 for each other place of business in the Province. 
(Agencies on a commission basis excepted.) 


Life Insurance Companies:— 
1$% on premiums. 

Other Insurance Companies:— 
2% on premiums. 

(See narrative). 

Minimum annual tax:— 
Mutual’companies*. <--> rer sce eeaets $120 
Marine’companies......... «10-5: smn ae $300 
Othericompanies ,...c. douse eer oe ia $500 
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Type of Corporation 


isoan-Companies:: fo 05.5... Soe 


Navigation Companies............... 


Capital Tax Other Taxes 


1/20 of 1% on capital stock plus 1/20 | Where the capital is $100,000 or less:— 
of 1% on all moneys invested in the $50 for each place of business in Montreal or Quebec 
Province and 
Minimum tax $100. $25 for each other place of business in the Provinve 
otherwise $100 and $50, respectively. 


1/10 of 1% on capital.......... Taree See “Ordinary Companies”. 


An annual tax of $5,000, except where 


Telegraph Companies................ 
system is leased; in this case 1/10 of 
1% on Capital—minimum tax $2,000. 
Telephone Companies................ 1/5 of 1% on capital, except where] Where paid-up capital is less than $100,000; 
capital is less than $100,000; in this} $50 for each place of business in Montreal and Quebec 
case 1/10 of 1%. and $25 for each other place of business in the 
Province. 
Where capital is less than $25,000 tax is $25 and $20 
respectively. 

by Where capital is $100,000 or more no place of business 
tax is payable. 

MXP Lose COM PANICS sy. stele ctcinstveko aica sind ees eiciake. eenue: sicinr's vedo: ahaipilidlone foyer Sid Riel duels 4.914) $800 for each 100 miles or fraction thereof of railroad 
used—maximum tax $10,000. 

PREANS DOLE LION SEL VICCS saat ore siege sic] te eceus sais lepaliewe sieves ayeisvouer mie wisere a tree aes A tax of 1% on the gross revenue and where one or 
more hotels is operated in the Province 1/10 of 1% 
on the capital operating such hotels, and $50 for 
each hotel operated. 

Rai WAYs COMPANIES, cia ryays arc eee gcss | losses aaicve oes sessteretes ana atelateaterete as $60 per mile of single track line and where the line 


Sleeping and other Car Companies.... 


has two or more tracks $40 per mile for each addi- 
tional track. Where part of the system of another 
company paying the above tax is used a tax 
equivalent to } of the above is charged, both 
companies being jointly and severally liable for pay- 
ment, and $50 for each hotel operated. 


4 of 1% on capital invested in rolling) $50 for each place of business in Montreal and Quebec 
stock in use in Province. and $25 for each other place of business in the Proy- 


ince. 
PRrHIsteCe OMLDAMIES terete isis ier ice 7akerere|| ices aieioiate aleve esiole eieususishezeleyoia’ se7elatfacecersess 24% om gross revenue derived from business in the 
Province 
See “Car Companies” for piace of business tax. 
Gas and Electric Companies.......... W/5,0f 1% on capitalaane. «ieee See “Ordinary Companies’ for place of business tax. 
Gasoline Companies................. PrOlel Op onscapitalend se... 5 sone es See “Ordinary Companies” for place of business tax. 
Real Estate Companies.............. 1/10 of 1% on capital, except where | See “Ordinary Companies” for place of business tax. 


Liquor Companies................... 


business is confined to the sale of 
building lots or holding vacant lots 
in this case 1/20 of 1% on capital. 


Canadian companies doing business in | See ‘“‘Ordinary Companies” for place of business tax. 


the Province 3 of 1% on capital. 
All other companies 1/5 of 1% of 
sales in the province with a mini- 
mum tax on all companies of $25. 
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Type of Corporation Capital Tax 


Brewery Companies: << 2 -cet eee 


Tobacco Companies. .o<teles ot el elha a 

Nore: These taxes do not apply to a 
company planting or growing to- 
bacco, which does not-manufacture 
cigarettes. 


Partnerships, associations, firms or 
persons having their chief office or 
principal place of business outside 
the Dominion of Canada and not 
previously taxed. 


1/5 of 1% on capital ...... 


1/5 of 1% on capital ...... 


oe mb a, eS © Gs Hie» Beles = w eNalintwee (sie) vc wld ss « 


Other Tax 


See ‘Ordinary Companies” for place of business tax. 


See “Ordinary Companies” for place of business tax. 


1/10 of 1% on gross revenues derived in the Province 
—Maximum tax $25. 

$50 for each place of business in Montreal and Quebec 
and $25 for each other place of business in the prov- 
ince. 


7. ONTARIO 


“Before the year 1899, the taxing of corporations 
in the Province of Ontario was left entirely to the 
various local authorities, who were trying to reach 
corporate wealth under the general property tax by 
assessing the shares against the holders. Some part, 
at least, of the personal property invested in cor- 
porate securities was reached locally, and, for this 
reason, we find no Provincial tax until 1899, when 
the agitation against the personal property tax was 
at its height. Even then the ‘Supplementary 
Revenue Act’ did not attempt to reach mercantile 
and manufacturing corporations, but merely added 
to the tax already levied on corporate shares by the 
municipalities a Provincial tax on corporations of a 
semi-public character. The act expressly states that 
the companies which are required to pay taxes to the 
Province ‘shall continue to be assessable and taxable 
for municipal purposes as heretofore.’ ”’ 19 


The pattern of corporation taxes in Ontario is uni- 
form with other provinces. Taxes are imposed on profits, 
on paid-up capital, on volume of business, and on other 
bases. Corporations generally are now assessed under 
The Corporations Tax Act, 1939 (R.S.O. 1987, c. 25) 198, 
Taxes are also imposed under The Mining Tax Act. 


Profits Tax 


The Corporations Tax Act 


All incorporated companies other than the fol- 
lowing are subject to this tax: 

Charitable companies 

Companies without share capital 

Companies operating social clubs 

Business and assets situated abroad 

Co-operatives, or companies financing  co- 

operatives 


19 Vineberg, S., Provincial and Local Tazation in Canada, 
ity WAYS 
‘ 198 Suspended under the terms of the Dominion-Provincial Tax 
Suspension Agreement; taxes under The Mining Tax Act were not 
suspended, 


Special companies—bank, insurance, railway, 
express, telegraph, or car company 
Personal companies 


Mutual insurance companies 


The tax is calculated at 5% of the total net profit. 
Net profit is determined in substantially the same 
manner as under the Income War Tax Act (Canada). 
Special provision is made for the ascertaining of the 
proportion of income taxable in Ontario in the case of 
transportation companies and companies dealing in real 
estate. The proportion of income of other companies 
taxable in Ontario is: based on (a) actual corporate 
records of income or (b) gross sales or revenues. In- 
come taxes paid to another province or to the Dominion 
are not allowed as a deduction from income, but the 
amount of tax paid to another province is allowed as 
a deduction from the tax payable to Ontario provided 
it does not exceed the rate of tax so payable. 


The Mining Tax Act 

A tax is levied on the income of mining companies 
which exceeds $10,000, such tax being computed as 
follows: 


Profits over $ 
“ce “ce 


10,000 but not over $1,000,000—3% 
1,000,000 “ - ot 5,000,000—5% 
5,000,000 —6% 


This tax, while it is imposed on profits, was deemed 
to be not a corporation tax for the purposes of the 
Dominion-Provincial Tax Suspension Agreement, but 
rather a levy in the form of a royalty for the use of 
natural resources. 


“ “ 


Taxes on capital and place of business 


Under The Corporations Tax Act, 1939, certain com- 
panies pay specified fixed taxes, while those not speci- 
fically mentioned are covered in a general rate. As in 
the case of Quebec, provision is made for a retaliatory 
tax on insurance companies in cases where Ontario com- 
panies are subjected to discriminatory tax rates by 
other taxing authorities. The following tabulation 
summarizes the taxes imposed under this Act: 
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Type of Company Basis of Taxation 


Rate or Amount of Tax 


REDET eater react ph online asthe ev ave cnet (@yeRaid-up capital ac... stele wae 1y/Si0f 1%: 
(b) Reserve fund and undivided profits.| 1/10 of 1%. 
(c)BPrincipalioiicess eo. eden e ce $3,000. 
(d)gOthersotices: Atm ici.oncemerneaiets $ 200 
Insurance* 
LDTIRD 5 aa) sa SS eee ee a ee INebyprenniuiins) cas ractates or akotinc + srtees 17: 
ITO ete hye eos RA bic) octacMrea cas IN EL DRemUUIS Gh jtokese oir oaee 12%. 
CESS ALLA CSG OE ect eee ae Netupremitimns) ne (teehee ttyarcusoaseutate: 2%. 
LOTR TENA Wy Bligh sy cre cee ee ane eee (a)elrackagere cane win oa eee $60 per mile of single line: 
$40 per mile for additional lines. 
EXCEPTIONS: 
1. When railway outside of organized municipality 
the rates are $40 and $20. 
2. When railway is 150 miles or less in total length, 
& the rates are $15 and $5. 
3.4When railway is 30 miles or less in total length, 
the rates are $10 and $5. 
(DD) SP raCKAGe: Pct c sites acetate When railway exceeds 150 miles between termini, 
5 additional rates of $15 and $20 apply. 
PREBLE GEA Ie Mele: Me cu Nereis ap ede toe Investment. in“lines') qi J... 6.00 + 8-2 1%. 
UXPIEGSS ee ean Pe ee cles ice NE Railway mileage used................ $800 per mile; maximum $10,000. 


Investment in cars 


(a) Income capitalized at 8% 
(b) Hotels 


Flat rate 


Mining—During development 


Charitable, educational etc., agri- 
culture, colonization, operation of 
social clubs, in all cases non-profit. 


Paid-up capital 


Other companies— 
Capital less than $100,000 
Capital over $100,000 


Paid-up capital 
(a) Paid-up capital 
(b) Place of business. ...... 


ee ee A, 1%. 

SN 1/20 of 1%. 

eta re a $50 each. 

Oe Boe $20. 

ie Seal ha Capitalegt $20, 000ceeeaene cet a acer eS mOntRX, 
Capital..... $40 000 Fs Se, Sates ees $10 tax 
Capital..... $60 000): saetie eee seen et $15 tax 
Capital..... $80,000. Sess imeen seeks ewe $25 tax 
Capitalover $80,000 248 cls s sale aGycuneneyers $50 tax 


1/20 of 1%—Minimum $20. 
1/20 of 1%. 
$50 for each office. 


*Surtax of 25 per cent on all these taxes. 


8. MANITOBA 


The Corporations Taxation Act 29 of 1900 provided 
for the taxation of banks, insurance companies, loan 
and trust companies, street railways, telegraph, tele- 
phone and electric light companies and express com- 
panies, while the Railway Taxation Act 2! provided for 
the taxation of steam railways. 

Banks were charged $800 for the head office, and 
$200 for each branch when numbering less than four; 
when there were more than four branches the tax was 
$100. Only one tax was paid, however, in any 
municipality. 

Insurance companies were taxed on gross premiums 
at a rate of one per cent. If premium receipts were 


20 63-64 Victoria, c. 55. 
21 63-64 Victoria, c. 57. 


less than $20,000 and investments in the province 
totalied $100,000 or more, the rate was three-quarters 
of one per cent on premiums plus one-half of one per 
cent on income from investments in the province. 

Loan and trust companies were taxed on their capi- 
tal, not including taxable land. Street railways with 
up to twenty miles of line paid $500; $10 was payable 
for each mile in excess of twenty. Telegraph companies 
paid a tax of $1 for each mile of line operated; telephone 
companies 25c or 50c per instrument depending upon 
population. In 1906 this basis of taxation was amended 
to a tax on gross receipts. 

Privately-owned gas companies in cities were levied 
$500; electric light companies a similar amount in cities 
where population was 10,000 or more, $100 where less 
than 10,000 and $25 in other municipalities. 
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Companies receiving money on deposit paid an 
annual tax of $200 where deposits did not exceed 
$100,000 and one-tenth of one per cent on each addi- 
tional $100,000 or part up to $1,000,000 (1906). 

Railways were taxed on their gross earnings, at a 
rate fixed by the Lieutenant Governor in Council not 
to exceed three per cent. 

In 1921, every business not liable to taxation under 
The Corporations Taxation Act was required to pay a 
levy of two per cent on net income derived from opera- 
tions in the province. This tax was imposed for one 
year only, however, and it was not until 1930 that cor- 
porations became subject to the provisions of the Income 
Taxation Act which had been applied to personal 
incomes since 1923. ‘The initial rate was two per cent 
on income in excess of $1,000; in 1935 the rate was 
raised to five per cent on all net income. 

Prior to the Dominion-Provincial Tax Suspension 
Agreement corporation taxes in Manitoba were im- 
posed under The Corporations Taxation Act, The 
Income Taxation Act, The Railway Taxation Act and 
The Grain Dealers’ License Act. 

The imposition of these taxes has now been sus- 
pended by the afore-mentioned Agreement. 

Total revenue from corporation taxation in 
Manitoba in 1913 amounted to $349,000,22 8-5 per cent 
of total revenue for that year. In the fiscal year ended 
April 30, 1941, corporation tax revenue was $2,842,000,23 
16:4 per cent of total revenue. Income taxes on cor- 
porations (included in the corporation tax revenue) for 
that year amounted to $1,494,000.23 

The provisions of these various Acts are summarized 
briefly as follows: 


The Income Tazation Act?4 


Section 9 of this Act provides that “.... corporations 
and joint stock companies, no matter how created or 
organized, shall pay a tax upon income .....” 

Certain corporations are exempt from income taxa- 
tion, briefly as follows: 

(a) corporations taxable under The Corporations 

Taxation Act; 


22 Comparative Statistics of Public Finance, Royal Commis- 
sion on Dominion-Provincial Relations. 

23 Comparative Statistics of Public Finance, Dominion-Provin- 
cial Conference on Reconstruction. 

24R.S.M., c. 209, as amended. 


Type Basis of Tax 


i 


Insurance Companies 


Land Companies 


Capital. 


Loan Companies 


Money Invested in Province or paid-up] 40c¢ per $1,000 of investment. 


(b) railways taxable under the Railways Taxation 
Act; 

(c) provincially or municipally owned corporations; 

(d) religious and charitable institutions and fra- 

ternal associations; 

(e) non-profit sharing corporations, clubs, etc.; 

(f) co-operative organizations, generally; 

(g) corporations whose business and assets are 

situate outside of Manitoba. 

The income from bonds issued by the province as 
tax-free and dividends received from a corporation tax- 
able under the Income Taxation Act or The Corporations 
Taxation Act are not subject to income tax in the hands 
of any corporation receiving them. 

“Income” is substantially the same as defined under 
the provisions of the Income War Tax Act (Canada). 
A proportion of the tax paid by a corporation under this 
latter Act, however, may be deducted from income, the 
proportion being based on the income of the corporation 
earned in Manitoba. 

The rates of taxation are on a graduated basis, 
beginning at 1 per cent on the first $1,000 of taxable 
income or any part thereof and rising 1 per cent for each 
increase of $1,000 of income, so that a tax of 19 per cent 
is payable on income between $18,000 and $19,000. 
Where income exceeds $19,000, however, a tax of 10 per 
cent is levied on the whole income. 

Where a return is filed by a corporation consolidating 
its earnings with those of ‘a subsidiary or subsidiaries, 
the rates of taxation are increased in each bracket by 
2 per cent, i.e., the initial rate of tax is 3 per cent. 

Mining companies are taxed at different rates, as 
follows: 


5% on all income not in excess of ..... $ 100,000 
6% “ “ “ C4 “ “ a te 9 400,000 
790 “ “ “ iis “ “ bb aed CRE 700,000 
8% “ “ “ “ “ ifs Lo ele 1,000,000 
9% “ “ “ “ a“ “ ae 1,300,000 
ey ec where income exceeds 1,300,000 


The Corporations Taxation Act 25 

This Act provides for the annual taxation of different 
types of corporations at varying rates and on varying 
bases. The different taxes imposed have been sum- 
marized in the following table: 


25 R.S.M., 1940, c. 208. 


Rate of Tax 


Head Office—$5,000; Principal Office—$3,000; Branch 
Office in same location as Head Office $750; other 
Branches $400. Plus 40% of all these taxes. Private 
Banks $750. 


Normal Rate—2%, now increased by 50%. Unlicensed 


insurers, except those paying “Brokers” Tax, 10%. 


Minimum Tax—Where 
paid-up capital less than $50,000—$25; where not in 
excess or $100,000—$50; if over $100,000—$100. 

$ of 1%. Minimum Tax—See “Land Companies’’. 
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Type Basis of Tax 


BePrust/ COMPANICS....-c eis. tcee ee ae 


DUECHURALIWAVS 1.0. tooo ee ete atest: 


~ 


Telegraph Companies................ 


Gas and Electric Lighting Companies.. 


Express Companies.................. 


Underwriters Companies............. 


Gross income, or paid-up capital...... 


Mileage (Single Track)..... 


Rate of Tax 
2%. Minimum Tax—Where paid-up capital not in 
excess of $100,000, $100; otherwise, $175. 
If mileage does not exceed 15 miles, $30 per mile; 30 
miles, $40 per mile; 50 miles, $50 per mile. If mileage 
exceeds 50 miles, $60 per mile. 


2%. If Railway-owned, $2,000. 


cece: 2%. 

heehee ees Populationiunder's, 000 he nk -ni. see ee i ie LO 
Population between 3,000 and 10,000............ 50 
Population between 10,000 and 25,000............ 100 
Population between 25,000 and 50,000............ 200 
Population between 50,000 and 75,000............ 300 
Population between 75,000 and 125,000........... 500 


And $100 additional for each extra 50,000 population 
or fraction thereof. 


Satin Nees In Winnipeg, $750 for the Chief Office and $100 each 
for Branches. In Cities other than Winnipeg, $160 
for each City; other municipalities, $45 for each such 


municipality where operating. 


Gross premiums (on which tax has not} 2%. 


been paid by principal companies). 


SpecialvBrokers tn). fa. s Sees. dels aoe 


The Grain Dealers’ License Act2® 


Grain dealers owning, leasing or operating elevators 
or warehouses are required to pay a tax of $50 for each 
such elevator or warehouse. In the case of a track 
buyer a fee of $50 is charged in respect to the principal 
railway station or siding at which he is carrying on 
business: plus a further $10 for each other station or 
siding. Street buyers are charged a fee of $50 in respect 
to the chief locality in which business is carried on and 
a further $25 for each other locality. 


The Railway Taxation Act27 

Every railway company owning or operating lines 
in the province is taxed on the basis of gross earnings in 
the province at a rate not exceeding 3 per cent. The 
rate applicable to The Canadian Northern Railway 
Company, however, is limited to 2 per cent for the period» 
of the guarantee of the Company’s bonds by the province. 

The Provincial Treasurer is authorized under this 
Act to make agreements with railway companies to fix 
the annual taxes payable by the companies for a period 
of not more than 5 years. 


9. SASKATCHEWAN 


An Act?8 providing for the taxation of certain corp- 
orations was passed in 1907. Under this Act banks 


26R.S.M. 1940, c. 90. 
27 R.S.M. 1940, c. 210. 
28 1907, Chap. 22. 


Gross Premiums............ 


Normal rate 2%, increased now by 50%. 


were taxed $400 for the head office, $100 for each branch 
up to four in number, $50 for the next four branches, 
and $25 for each branch over eight in the province. 
Insurance companies were taxed on the amount of gross 
premiums received in the province at two-thirds of one 
per cent (life insurance companies one per cent). 

Loan and trust companies paid 40 cents per $1,000 
of investments; telegraph and telephone companies were 
levied one per cent on gross receipts. Express com- 
panies were taxed on the same basis as banks, the rate, 
however, in this case being $100 for all branches up to 
25 in number, plus an additional $3 for each branch in 
excess of 25. 

The Railway Taxation Act of 190829 provided for 
the taxation of all railway companies operating lines 
in the province. The basis of taxation was gross earn- 
ings, and the rate was to be determined by the Lieu- 
tenant-Governor in Council. The Canadian Pacific 
Railway, without admitting its liability, agreed to pay a 
sum corresponding to the tax which otherwise would 
have been imposed. 


Corporation income tax was not levied in Saskat- 
chewan until 1932, when the income of both corpora- 
tions and individuals was made taxable for the first 
time. The initial corporation tax rate was 4 per cent on 
net income in excess of $1,000. 

Prior to the Dominion-Provincial Tax Suspension 
Agreement 3° corporation taxes were levied under The 


29 1908, Chap. 32. 
30 The Taxation Agreement Act, 1942, Chap. 2. 
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Corporation Tax Act, The Income Tax Act, The Rail- 
way Taxation Act, and Order in Council No. 1695/38. 
Taxes were also imposed on gasoline storage tanks, under 
The Fuel Petroleum Products Act. The imposition of 
these taxes has now been suspended by the afore-men- 
tioned Agreement. 

In 1913, total corporation tax revenue was $258,00031 
being 4:26 per cent of total revenue for that year. In 
the fiscal year ended April 30, 1941, the revenue from 
corporation tax amounted to $1,617,0002, of which 
$701,00032 was income tax. This latter amount was 
3-3 per cent of total revenue, current account for that 
period, while the total corporation tax revenue was 
7:60 per cent thereof. 

There follows a brief summary of the Acts men- 
tioned. 


Profits Taz: 


The Income Tax Act33 


A tax of 5 per cent on the annual net income of 
corporations is levied under this Act. Certain corpora- 
tions paying tax under the provisions of The Corpora- 
tions Taxation Act, however, are exempt from income 
tax; these are: Banks, finance corporations, insurance 
companies, loan companies, telegraph companies, ex- 
press companies, and trust companies. Mutual and co- 
operative organizations generally, and charitable institu- 
tions or societies, and provincially or municipally owned 
corporations are also exempt from income tax as are 
also railways taxed under The Railway Taxation Act. 

The definition of “income” is substantially the same 
as defined by the Income War Tax Act (Canada). 
Dividends from a corporation paying Saskatchewan in- 
come tax are exempt from tax in the hands of the 
recipient to the extent that the corporation paying the 
dividend has earned income within Saskatchewan. 

An amount may be deducted from the tax payable 
consisting of “. ... the amount paid to any other prov- 
ince for income tax in respect of the income of the 


31 Comparative Financial Statistics, Royal Commission on 
Dominion-Provincial Relations, Appendix 1, Statement 28. 

32 Comparative Statistics of Public Finance, Dominion-Provin- 
cial Conference on Reconstruction. 

83 R.S.8. 1940, c. 54. 


taxpayer derived from sources therein”. Such deduction 
is allowed only if the other province permits a similar 
deduction with respect to persons with income derived 
in Saskatchewan, and the deduction is limited to the 
amount of tax which would otherwise be payable under 
The Income Tax Act, Saskatchewan. 

The amount of tax paid or due in any year under 
the Income War Tax Act (Canada) on the income of a 
corporation earned in Saskatchewan may be deducted 
from such income for the year when paid (or due) for 
tax purposes. 


Other Taxes: 


The Railway Taxation Act?4 


Under the provisions of this Act “. ... every rail- 
way company owning or operating a line or lines . : 
within Saskatchewan ... .” is obliged to pay a tax 
based on gross earnings, the rate to be determined by 
the Lieutenant Governor in Council. The maximum 
rate payable is fixed at: 


(a) in the case of a branch of a railway in 


operation for seven years or more....... 3% 
(b) in the case of a branch of a railway in 

operation for five years or more and less 

than ‘seven years. tues - oe eee 14% 


Railways which have been aided by statutory auth- 
ority by guarantee of bonds or other securities are 
exempt from taxation under this Act for fifteen years 
from the date of commencement of operations, and after 
the expiry of the fifteen years, the tax payable for the 
duration of the guarantee is limited to $30 per mile of 
the railway. 

Railways paying tax on gross earnings under this 
Act are not subject to the provisions of The Income Tax 
Act (Sask.). 


The Corporations Taxation Act35 


All corporations are taxed under this Act, the basis 
and rate of taxation varying with the type and size of 
the business. The following table summarizes the differ- 
ent annual taxes imposed on the several classifications 
provided for: 


Companies, not Banks, 
money on deposit. 


Private Baukerse tec: tusiee Gores eee ee 


Binanee Gompanies..c.. 2.2200 cnaie es 


34R.8.8. 1940, ¢. 52, as amended. 
35 R.S.S. 1940, c. 51, as amended. 


Basis of Taxation 


Rate of Tax 


10 or more branches in the province, $3,000 for the 
head office in the province; if less than 10 branches, 
$1,500. $400 for the main branch in a city, other 
than the head office, and $250 for each other city or 
town office and $200 for other offices. 


$300. 
Head Office in city or town, $200; in village, $100 plus 
$25 for each other office in the province. 


3%. $100 minimum tax where capital is $100,000 or 
less, otherwise $175. 


Type Basis of Taxation 
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Rate of Tax 


Insurance Companies................ Gross premiums and investments in} When gross premiums are less than $50,000, 1%. 


Province. 


Whoane Companies vn - tre id tee cee Funds invested in Province 


Grain Companies 


oS Ae Ree ee eee Elevators used............ 


When more than $50,000 but less than $100,000, 15%. 

When more than $100,000 but less than $150,000, 13%. 

When more than $150,000 but less than $200,000, 13%. 

When over $200,000, 2%. 

Minimum tax $100 where authorized capital is not more 
than $100,000, otherwise $175. 

Plus 50c. per $1,000 invested in province if more than 
$25,000. 

The whole increased by 50% from May 1, 1933. 


Cea AO Mee a 50c. per $1,000. Minimum tax $25 when authorized 


capital less than $50,000; $50 when more than $50,000 - 
but less than $100,000; otherwise $100. 


Telegraph Companies................ Mocality=—fatiratewn Gyn cn oe hee $150 for each city, $15 for each town with population of 
500 or more and $5 for each other centre where 
operating. 

Px press COMPANIES cnc ueias ae ols ieocality—Aaturate: meee... cf sets sei $200 for each city, $75 for each town with population of 
500 or more and $15 for each other centre where 
operating. 

Plisb) COMPANIES eth teees yee areas Gross revenue from investments in| 13% on revenue from company funds; 3 of 1% on 

; Province. revenue from funds of others. 14% on revenue from 


other sources. Minimum tax of $100 where authorized 
capital is $100,000 or less, otherwise $175. 


Me Net kes cobs Ae $50 each, unless handlings less-than $25,000, then $25. 


GhaineSlorestusst ere ys: rast netow ks. Number of Stores (see Sec. 21 (8) for| $15 each for first five 
provision regarding determination of| 30 ‘“ “ next “ 


number) 60 “ “ allin excess of ten. Where any retail store 
has turnover of less than $25,000, no tax payable for 
that store. 
All other companies................. Determined by Lieutenant Governor in Council from time to time. ($10 to $500). 


The Fuel Petroleum Products Act?6 

Each company selling or distributing gasoline in the 
province is required to pay a tax based on the storage 
tanks of such company in the province. The tax is fixed 
from time to time by the Lieutenant Governor in Council. 


10. ALBERTA 


An Act providing for the taxation of certain corpora- 
tions was passed by the Legislature of Alberta in 190737. 
The Act provided for the taxation of banks, insurance 
companies, loan and trust companies, telegraph and 
express companies, etc., in much the same manner as 
under present regulations, namely, a tax in some cases 
based upon capital and in others upon number of 
branches, premium income, or at flat rates. Special 
Acts later provided for additional taxes upon electric 
utility companies, railways and companies operating 
pipe lines. A tax upon corporate profits was imposed 
by the Income Tax Act, 1932, ¢. 5. 


26 R.8.8. 1940, c. 56. 
P1007, nes) 19. 


Province of Alberta corporation taxes are now im- 
posed by the following Acts: 


The Income Tax Act, 1942, c. 48 

The Corporations Taxation Act, 1942, c. 41 

The Railway Taxation Act (Provincial), 1942, c. 54 
The Electric Power Taxation Act. 1942, c. 44 

The Pipe Line Taxation Act, 1942, ¢. 52 


In 1913, the total revenue from corporation taxes 
amounted to $171,00038, which was 4-9 per cent of total 
revenue?’ for that year. In 1937, corporation taxes, 
including $590,000 corporate income tax, amounted to 
$2,132,00038, providing 11-3 per cent of total revenues. 
For the 12-month period ended March 31, 1941, corpor- 
ation taxes amounted to $3,017,000.3° 


Corporation taxes levied under these Acts were 
suspended by the Dominion-Provincial Tax Agreement 
(The Tax Collection Temporary Suspension Act, 1942, 
c. 58, Alberta). 


38 Comparative Statistics of Public Finance, Royal Commis- 
sion on Dominion-Provincial Relations, Appendix 1 Statement 28. 

39 Comparative Statistics of Public Finance, Dominion- Provin- 
cial Conference on Reconstruction. 
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Profits Taz: 
The Income Taz Act 
All incorporated companies carrying on business in 
Alberta other than personal corporations are liable to 
taxation under the Act. The definition of a personal 
corporation is substantially the same as that contained 
in the Income War Tax Act (Canada). 

The tax is levied upon the taxable income of the cor- 
poration. The rates are progressive by bracket, being 
3 per cent on the first $2,000, increasing by 1 per cent 
on each $1,000 bracket until a rate of 12 per cent is 
reached on taxable income in ccess of $9,000 but not 
exceeding $10,000. Where the income exceeds $10,000 
the rate is 7 per cent on all the income. 

Taxable income consists in the main of income sub- 
ject to tax as defined in the Income War Tax Act of the 
Dominion of Canada. Provision is made for exemption 
of dividends received from other corporations which 
have paid tax under the Act. The tax paid upon income 
to the Dominion of Canada is not allowed as a deduction 
from profits or from the tax payable under the Alberta 
Act. 

A credit is allowed for amounts paid under The 
Corporations Taxation Act as follows: 


“In case in any year a corporation or company is 
liable to the payment of a tax pursuant to this Act 
and is also liable to the payment of a tax pursuant 
to any of sections 4 to 19 (both inclusive) of The 
Corporations Taxation Act, the corporation or com- 
pany shall, upon payment of the tax payable in 
that year pursuant to The Corporations Taxation 
Act, be liable in that year to the payment of the tax 
payable pursuant to this Act to the extent, if any, 
that the tax payable in that year pursuant to this 
Act exceeds the amount of the tax payable pursuant 
to The Corporations Taxation Act.”4° 


The income of railway companies, which pay taxes 
under the Railway Taxation Act, is exempt under The 
Income Tax Act. 

Provision is made for the determination of the 
taxable portion of the profits of corporations carrying 
on business both within and without the province. 


Tax on Capital and Places of Business: 


The Corporations Taxation Act 

The basis and rate of taxation varies with the size 
of the business involved. 

Practically all types of companies are taxed under 
the Act; however, corporations taxed under the Railway 
Taxation Act are specifically exempted. The rates are 
usually based upon paid up capital, or gross revenue 
within the province, or upon places of business. 

The taxes payable under the Act may be reduced by 
the Lieutenant-Governor in Council under the following 
circumstances: A company which 


(1) has its head office outside the Province; 
(2) has its head office in the Province but part of 
its assets outside; 


(3) has its head office in the Province but transacts 
therein only the business of holding securities 
of other incorporated companies; or 


40 The Income Tax Act, 1942, Section 8, Subsection 3. 


(4) is carrying on development of a natural resource 
within the Province but has not yet obtained 
merchantable production, 


may be allowed such reduction as the Lieutenant- 
Governor in Council deems just, but the tax so payable 
shall not be less than $25. 

~ At the time of the Dominion-Provincial Tax Suspen- 
sion Agreement, The Corporations Temporary Addi- 
tional Taxation Act was in force. This Act imposed an 
additional tax of 10 per cent on the taxes payable under 
The Corporations Taxation Act upon express, grain, 
insurance and telegraph companies. The Corporations 
Temporary Additional Taxation Act is no longer in force, 
but section 3 (2) of the main Act (The Corporations 
Taxation Act) provides for the proclamation of the 
aforementioned additional rates. 

The Banking Corporations Temporary Additional 
Taxation Act (1938) imposed an additional tax of 50 
per cent of the amount payable by banking corpora- 
tions under The Corporations Taxation Act. The Act 
was i. force at the date of the Tax Suspension Agree- 
ment, having been re-enacted for the year 1942 by 
c. 12 (Bill No. 57), Laws of 1941. The statute has not 
been re-enacted for subsequent years. 

The various taxes imposed by the Corporations Taxa- 
tion Act and the basis of such taxes on different com- 
panies are summarized in the following statement: 


Type of Corporation Rate or Amount of Tax 


50c. for every $1,000 of authorized 
capital. (Minimum $15). 


Ordinary Companies 


1/10 of 1% on paid-up capital, plus: 
(1) In respect of its main branch, office 
or agency in the Province: 
If total number of branches 


exceeds: 3000 a0... een $4,000 
Exceeds 15 but does not exceed 

BO eas oor rieis Oita ee 3.900 
15 or less. ah coe eee 2,000 


(2) Branches, etc., in Calgary, 
Edmonton, Lethbridge, Med- 
icine Hat, Red Deer, not taxed 


urider'(1) (24a eenat esti ee 500 
(3) Branches, etc., in Province 
not taxed under (1) or (2)..... 200 


(All plus 50% per special Act.) 


$100 if situated in a village or $200 in 
every other case plus $25 for every 
branch or agency in Province. (Exemp- 
tion from $25 if more than one branch 
in any one village, etc.) 


Private Banks......... 


Electric Lighting Com-| Based on each municipal corporation in 
panies. Province to which company supplies 
electricity: 
Cities over 10,000 pop- 
US tiON erates $500 each. 
Cities under 10,000 pop- 


Incorporated towns or vil- 


lages 0 Che Baers 25. s 
(Municipally owned plants exempt.) 


Type of Corporation. Rate or Amount of Tax 


Based on each municipal corporation in 
Province in which company has office, 
branch or agency: 

Calgary and Edmonton. .$500 each. 


Express Companies... . 


GON ee oes et ee 200 each. 
5 Cities under 5,000 popula- 
tion and towns over 
GT URS arr ac canine eusites, 100 each. 
Towns under 1,500 popula- 
LIONS a tee 50 each. 
Other places with popula- 
tion of over 100........ 10 each. 


Company supplying gas in any 
city in province $500. 3c. per 
thousand cubic feet of gas 
from company’s own wells. 


Gas Companies........ 


Grain Companies...... $50 for each elevator operated. 


Based upon gross premiums from business 
transacted in Province: 


Insurance Companies. . 


Rafetinsurances ns ice ce kore 3% 
Fire insurance...;.............. 2% 
Hail insurance.............. 4 0f 1% 


Any insurance business other than above— 
1% 

(Special regulations apply to mutual 
companies, returned premiums and 
reinsurance.) 

In addition, a company which has more 
than $50,000 invested in the province 
shall pay } of 1% on gross income from 
investments in the province. 


40c. on every $1,000 invested in province. 
Minima: 
$25 when paid-up capital under $50,000. 
$50 when over $50,000 but less than 
$100,000. 
$100 when in excess of $100,000. 


Land Companies..... .. 


1/10 of 1% on paid-up capital. 
Minimum—$50. 


Loan Companies...... 


Greater of 2% of gross income of preceding 
year from business in Province, or $100. 


Finance Companies... . 


N 


Investment Companies.| } of 1% of gross receipts of preceding year 
from business in Province. 
Minima: 
$25 when paid-up capital under $50,000. 
$50 when over $50,000 but less than 
$100,000. 
$100 when over $100,000. 


Corporation whose main object is gener- 
tion, distribution, supply or sale of 
motive power or energy in town or city of 
over 15,000 population—$10,000. 


Power Companies...... 


$200 when whole trackage is 20 miles or 
less, plus $20 for each mile in excess of 
twenty. 


Street'and Electric Rail- 
way Companies. 
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Type of Corporation Rate or Amount of Tax 


Telegraph Companies.| 2% of gross revenue from provincial 
business. 


In cities with population in excess of 
10,000—50c. on each telephone rented 
In cities under 10,000 population, towns 
and villages—25c. on each telephone 
rented. 


Telephone Companies. . 


Trust Companies...... 2% on gross income from business in 
Province. 
Minima: 
$100 when paid-up capital $100,000 or 
less. 
$250 when over $100,000 but not over 
$500,000. 
$350 when over $500,000. 


24% of amount upon which company is in 
each year liable for tax under The Income 
Tax Act. (This tax is in addition to 
the income tax payable). The tax on “‘gas 
companies’ (above) does not apply to 
companies on which this tax applies. 


Natural Gas Processing 
Companies. 


The Railway Taxation Act (Provincial) 


This Act imposes a tax upon “every railway insofar 
as it is operated and not exempt from taxation”.41 

The tax applies to a line or part of line of railway 
within the Province and is based upon the actual value 
thereof. 

Subject to certain exceptions on behalf of lines the 
construction of which was aided by provincial guar- 
antees, the rate of tax is 14 per cent of the actual value 
of the railway as determined under the Act. In addition, 
the Act provides for the proclamation of an additional 
tax of 10 per cent of the tax payable at the above rates. 


The Electric Power Taxation Act 


The following tax is imposed by this Act: 

“Every person or corporation other than a muni- 
cipal corporation whose business is in whole or in 
part the generation or transmission of electrical 
power or energy shall annually pay a tax to the 
Province upon the assessed value of the works and 
transmission lines used in such business and situated 
outside of any city, town or village, at the rate of 
ten mills on the dollar or at such lesser rate as may 
from time to time be fixed by the Lieutenant-Gov- 
ernor in Counci!.’’42 


The Pipe Line Taxation Act 


The following tax is imposed by this Act: 

“Every person or corporation other than a 
municipal corporation which by means of any pipe 
line conveys or transmits any gas, oil, or gas and oil 
shall annually pay a tax to the Province upon the 
assessed value of the pipe line which is so used and 
is situated outside of any city, town or village, at 
the rate of ten mills on the dollar or at such lesser 
rate as may from time to time be fixed by the 
Lieutenant-Governor in Council.” #8 
41 Section 4 (1), The Railway Taxation Act (Provincial). 


42 Section 3 (1), The Electric Power Taxation Act. 
43 Section 3, The Pipe Line Taxation Act. 
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11. BRITISH COLUMBIA 


The Assessment Act, 1901, provided for the taxation 
of corporations on the income derived from operations 
in British Columbia and also for the taxation of prop- 
erty. Where the income was derived from property 
thus taxed, however, the corporation paid only the 
higher of the income tax or the property tax. This 
optional basis of taxation is a feature of the present 
British Columbia corporation tax laws. 

In 1905 a tax of one per cent on gross revenues 
derived in the province was levied on all corporations, 
the corporations being liable also for the property tax. 
Special provisions with regard to the taxation of can- 
nerics were enacted in 1907, whereby a tax of two cents 
was imposed on every case of canned salmon and also 
a tax of one per cent on the gross returns from all 
salmon not canned. 

Railways were taxed under the Assessment Act, at 
one-half of one per cent c1 the assessed value of all 
property. The assessed valie was calculated at $10,000 
per mile of track and $3,00C per mile of spurs and sid- 
ings. The valuation cf track, etc., has remained the 
same since that time. 

Banks were taxable on income at the same rates 
that applied to individuals; ie., income up to $2,000 
at one and one-half per cent increasing to four per 
cent on incomes over $7,000. 

Corporation taxes in British Columbia are at present 
levied under the Income Tax Act, the Taxation Act, 
the Fisheries Act, and the Fuel Oil Tax Act (applicable 
to railwyys). 

In 1213, revenue from corporation taxes amounted 
to $388,00044, being 3-8 per cent of total revenues*# 
for that year; by 1937, this percentage had risen to 
22-18 per cent, the corporation tax revenue being 
$6,948,00044. In the fiscal year ended March 31, 1941, 
corporation taxes amounted to $9,661,00045 constituting 
26-31 per cent of the total revenue for that year. 

The taxing provisions of these Acts relating to cor- 
porations were suspended by the Dominion-Provincial 
Agreement Act (Chap. 7 Statutes of 1942, B.C.). 

A brief summary of the corporation taxes levied by 
these Acts follows. 


Profits Taz: 


Income Tax Act*® 


Sec. 3 (a) “All income of every person resident in 
the Province and the income earned 
in the Province of persons not resident 
in the Province shall be liable to 
taxation’’. 


The word “person” is defined in Sec. 2 of the Act as 
including corporations, 

Income tax is payable by corporations on net income 
at the same rates applicable to individuals, except that 
corporations do not pay the surtax provided for in Sec. 
22 of the Act. The scale of rates is on a graduated basis 
beginning at 1 per cent on income up to $1,000 and rising 
to 19 per cent on income between $18,000 and $19,000. 
Where net income exceeds $19,000, however, the tax rate 
is 10 per cent on the whole income. (Sec. 21). 


44 Comparative Statistics of Public Finance, Royal Commis- 
sion on Dominion-Provincial Relations, Appendix 1, Statement 28. 

45 Comparative Statistics of Public Finance, Dominion-Proyin- 
cial Conference on Reconstruction. 

48 Revised Statutes of B.C., 1936, Chap. 280. 


Section 4 of the Act lists certain income which is 
exempt from taxation. Some of the more noteworthy 
exemptions applicable to corporations are: 


(1) Dividends of corporations already taxed under 
the Act. 

(2) The income from farms, orchards, etc., up to 
$1,000, and the income of co-operative organ- 
izations generally. 

(3) Income of municipally or provincially owned 
corporations. 

(4) Income of hospitals, schools and public and 
charitable institutions. 

(5) Income of a holding company with head office 
in the Province, fram subsidiary companies out- 
side the Province, according to the amount of 
shares of the holding company held outside the 
Province. 

(6) Income of corporations paying a tax on gross 
income (Sec. 32). 

(7) Income of corporations paying taxes imposed 
by the Taxation Act, where such taxes are pay- 
able in lieu of income tax. 


Section 32 of the Act makes special provision for 
insurance, guarantee and loan companies, savings and 
loan associations, trust, telephone, gas, waterworks, 
electric lighting, electric power and street railway com- 
panies, in that:— 


(a) Companies as listed above other than insurance 
companies are assessed on gross income from 
business in the Province and where tax on this 
basis exceeds the tax on net income the former 
amount is payable. If, however, the tax on net 
income is greater, then that tax is payable. 

(b) Insurance companies pay tax on gross income in 
lieu of ordinary “income tax”’. 


The rate of tax on gross income is 24 per cent; life 
insurance companies pay a rate of 23 per cent on gross 
premiums. 


Other taxes: 
Taxation Act#? 
Part I, Sec. 4 (1) “To the extent and in the manner 
provided in this Act, and for the 
raising of a revenue for Provincial 


purposes 
(a) All property within the Prov- 
ince, and all output .. . shall 


be liable to taxation; ... ” 


(3) “To the extent and in the manner 
provided in this Act, the taxes 
on output...shall be alternative 
taxes with the taxes imposed under 
the “Income Tax Act”...” 


Some of the different taxes imposed on various types 
of businesses are summarized in the following table. 


47R.S.B.C. 1936, Chap. 282. 
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Type of business 


Coal and Coke Producers............. 


Basis of Taxation 


Taxes Levied 


10c. per long ton (alternative to income tax). 


Less than 25 offices—$4,000 for chief office. 


25 or more offices—$10,000 for chief office; each addi- 


tional branch $500. 


2%. 


Iron ore 37}c. per ton; 


no tax payable where 


value of output does not exceed $5,000. 


Assessed value of property outside of} 2%. 
municipal area (not applicable to log, 
ore and coal carriers and street rail- 
ways). Main and branch lines at 
$10,000 per mile; spurs and switches 


road. 


Railway companies may be exempt from taxation 
for a period up to 10 years from the completion of the 


at $3,000 per mile. 


Telephone and Express Companies... . 


addition to property tax). 


Population of centre where office is} Where pouplation.............. 


100- 1,000.$ 10 


located (in lieu of income tax but in| Where population.............. 1,000-— 2,500. 50 
Where population.............. 2,500— 5,000. 100 
Where population.............. 5,000— 10,000. 200 
Where population.............. 10,000— 25,000. 300 
Where population.............. 25,000— 50,000. 400 
Where population.............. 50,000-100,000. 500 
Where population.............. over....100,000. 750 


Fisheries Act48 


Sec. 10. “All persons who fish . . within the 
limits of the Province shall be subject to and shall 
pay such taxation as may from time to time be 
imposed by Order of the Lieutenant-Governor in 
Council”. 


Provision is also made under this Act for the licens- 
ing of canneries and other plants. All license fees are 
set by Order in Council, and are for fixed amounts, 
except those for salmon canneries, which are graduated 
amounts according to the class into which each cannery 
falls. Salmon canneries are reclassified every two years, 
their classification depending upon the average pack of 
the cannery for the previous four operating years. 


Fuel Oil Tax Act*9 ; 
Sec. 2. “For the raising of a revenue for Provin- 
cial purposes every person who consumes any fuel- 
oil in the Province shall pay to the Minister of 


48R.S.B.C. 1936, Chap. 191. 
49R.S.B.C. 1936, Chap. 278. 


for each office, except if more than one in any centre, 
tax on one office only. 


Finance a tax in respect of that fuel-oil at the rate 

of one half cent a gallon provided that no tax shall 

be payable by a railway company as defined by 
the “Taxation Act’ in respect of fuel-oil consumed 
in its locomotives”. 

If, however, the tax on fuel-oil which would be pay- 
able by a railway is greater than the tax imposed on 
such railway by the Taxation Act, then, the fuel-oil 
tax is payable in lieu of the other tax, and in any event, 
any fuel-oil tax paid by a railway may be deducted from 
the tax imposed under the Taxation Act, where the 
latter tax is greater. 


12. CONCLUSION 


Dr. Vineberg, in writing of provincial taxation in 
1912, had the following to say: 

“Few attempts are made to arrive at any basis 
of taxation that will distribute the burden equally 
among the various corporations of any one class or 
among the different classes of corporations. The 
primary purpose, generally speaking, is to raise a 
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revenue, and all principles of equality are relegated 
to the backgrourid to make room for bases of taxa- 
tion which scarcely even approximate justice. 


* * # 


“The taxation of insurance companies is further 
evidence of the regrettable tendency on the part of 
legislators to tax objects which will yield a revenue 
with the least exertion on the part of the officials.” 5° 


Almost the only development since that time to the 
present day has been the addition, in most provinces, of 
taxes on income. The corporation taxes condemned by 
Dr. Vineberg have been continued in almost the same 
form, the only changes being the addition of new classes 
and some variations in rates. 

The brief review contained in the preceding pages 
indicates the extreme complexity of the field of provin- 
cial corporation taxes. 

It will be observed that corporation taxes, other than 
those on income, entered at a relatively early date into 
the provincial tax systems; that the taxes assessed in 


50 Vineberg, S., Provincial and Local Tazation in Oanada, 
pp. 133 and 134. 


individual provinces are frequently arbitrary and rigid; 
and that the bases of taxation as between provinces are 
far from uniform. Th~ methods employed for computing 
the amount of the income or capital taxable in any 
province also result, in some cases, in taxes being imposed 
twice on the same income or capital. 

The majority, but not all, of the provinces impose 
taxes based on income. In some cases a fixed rate of 
tax is levied on all income taxable within the province, 
while in others the tax is levied on a graduated scale. 
Taxes other than on income are assessed on one or more 
of the following bases: 


1. Paid up capital. 

Gross revenues. 

Location and number of offices. 

Investment in or extent of property employed. 
Flat rates or stated amounts. 


Varying rates dependent upon capital em- 
ployed and the location of principal offices. 


mD orm SW LO 


In a number of instances, any or all of the above 
may be subject to flat percentage increases by way of 
surtax, and to stated maxima and minima. 


Part II 
TABLES 


d PROVINCIAL GOVERNMENTS 


ANALYSIS OF CORPORATION TAX REVENUES ! 
1913 
(Thousands of Dollars) 


Ontario 


Oct. 31 
1913 


Prince 
Edward New Quebec 
Island | Brunswick 
Actual date of fiscal year end——> Dec. 31 Oct. 31 June 30 
1913 1913 1914 
A. Spxciric Taxes on Certain Ciasses: 

BANKS reise nein ie ae wea tae 5 15 95 

Electric power and gas companies....|..........]......-cecfeceeeeeeee 

EEXPLESSICOMPANICS | fay .cioyekais ce teie.s t.0 8 |e ae tis dea ee 1 4 

Extra-provincial contractors.........}.......--- 11 

Insurance companies............... 7 25 221 

Land companies... ... 2-2-0... eee ef e ewe etefe ee cece ee e[e eee cee [eee seceees 

RACCEUIACKS SEMPER mene ire c see toate teri | sere teenies | Sesame: 

RUA W AVS ere ear he Mice sorsis. occ sett |s wee Dense shel xahe ale Sieasvese 84 

Sleepingand parlor car Companies... .|. 3... ++ -«|.s sess efea stays se = 

Steamship companies............... 12 Recetas 4 

elegraph Companies... <... hc -s-%|oeoeeseses 1 3 

Telephone companies...............]...---005- 3 7 

Eramiwaysuriere Hem coke crete locices(| Noms oanees 3 11 

Trust and loan companies........... 1 2 10 
B. Taxes APPLIED GENERALLY, other than 

on above classes in individual pro- 

WINES a6 Go SHo6 16.0 Dblo BOOS Ea BODO OO] CIOs) inecicccrn 504 
ToraL CORPORATION TAXES............ 14 61 943 
EA KMEU EVEN URS oie ors o.oo cis + sole aie ole alesis 105 159 2,602 
PLOPATRE VENUES: cco Nac co ta cio Secs es: 518 1,406 8,493 
% Corporation taxes to 

PAE PEVENUEE ston iias orsiiisis Sok Bs) alae Kode S 13-38% 88-4% 36 -2% 

ROLL EVENUCE Le etal est ve ciate sieie ouehs ‘6. sis 2-7 4-3 11-1 


k 20 
/ 
TABLE I 
Manitoba |} Saskat- Alberta British 
chewan Columbia 
Nov. 30 | April 30 | Dec. 31 Mar. 31 
1913 19142 1913 1914 
31 47 23 37 
y Jal Fe ML Ce 2 25 
3 23 Dal Sat aera 
48 65 43 23 
28 16 Lal Ras ee 
205 TL 74 | oi uee 145 
3 5 1 1 
Jee She Se Sees aces oee 4 
FT ec aO atr | (Pr yr tame PS IOS ce Can Wes Sa 
26 31 11 15 
BF ates 8 KEPT OT ASAP OSA lcceteseeae em eCH iS ROE PS AP 138 
349 258 171 388 
645 904 324 2,015 
4,075 5,837 3,457 10,147 
54-1% 28-85% 52-8% 19-38% 
8-6 4-4 4°9 3-8 


1 Source: Appendices B to K inclusive, Report of the Royal Commission on Dominion-Provincial Relations. 


2 Fourteen month period. 
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TABLE 2 
PROVINCIAL GOVERNMENTS 
ANALYSIS OF CORPORATION TAX REVENUES! 
1940 ‘ 
(Thousands of Dollars) 
Prince Nova New Mani- | Saskat- British 
Edward | Scotia Bruns- | Quebec | Ontario toba chewan | Alberta | Colum- 
Island wick bia 
Actual date of fiscal year end— > Dec. 31 | Nov. 30 | Oct 31 | June 30 | March31] April 30 | April 30 | March 31 | March 31 
1940 1940 1940 1941? 1941 1941 1941 1941 1941 
A. Spreciric Taxes on CERTAIN CLASSES 
Banks. oe. deo Wee Re bos Ee 23 138 102 450 860 166 79 303 135 
Breweries ea F os Ase sea cleo Se a ete Reg eet DD, || FRA, © Saal ir case perce obs la celarsgestete ree fc onetete ee I ae ea 
@haintstorese esters e omar 12 1 Cie Panera irri esid na ainratertid etacsiae acd nie ol ae ol ocr ctor olor eo coos 
Electricity and gas companies...... 4 179 91 1 83h ek ts ore 2; lsc dieu 54 971 
Express and telegraph companies... . 1 31 22 31 39 5 14 12 14 
Extra-provincial contractors........|.........)--++--+-- 3) Re een a pn ceri met ag acl SAS doc! =< cook ces 
Fishing Companies aco..isi dic «.s ¢dee's Shall soe eid ow | eve 8 wie bowers aie a over-< vat odl Suayis meters ote call reo euteces oeetees eee nT Ee ea 158 
Gasoline: companies acs sc0 act ae ob eee ORs oe sein sl eee 1! a es | PEE OMEN) MEME le ae alles nah 
Grain ‘companies: Povspeo 24 65h Rito Sis a ot one] red ates Pbeneva | esis eC eet) | Cae Re S5a eee SGul Sica 
Insurance companies.............. 12 250 217 1,533 2,550 468 282 308 529 
Investment: companies :)..6.5.5:)5 Fhe Loe oe eee | «eases bie er otal | ete acer oreo ter escce ar el] eae ee eR eae ce ee tre ba | pete toc. are 
Land companies 3g. obs cc nfo u an eee il ste ae eset a de eee ee sey Paes 12 4 OF eae rere 
Liquor companies: tad, cace Recowteete ae cael tote «eestor [ona rraerele toe eri) Prire nes tata aaa cKrie. cw c.coctic, uo Sor 
Mining companies: Se .<5; creer leo ete eo ae eee eee oe errant D2: Ree rad errr hereto nr cel cic cys. > - - 1,603 
Navigation, companies)... i-phase lao ee wee ee ets aoe eee Se EN | Cm nS) AMEE Me 8 oSialion wa coage 
Qibscompaniles hs ahe sar Na wisn Sie ichahaheys | Sch Roe eee g, » | Sage ee cnread Oe aeet a ere el lLagerred vec eS ea | bs Ban eran ee casa foie, cnc eee 
Pipe line com panies iiae's ¢.5:s.ae a s-ceey e's sete eater Sa oe a ei el Sees RCH Osea lle te Use Be tee eo ee Gis emer 2 
Railwaysixctnccncy tec oo ae ae 40 114 170 118 875 631 404 482 696 
Sleeping, dining and parlor car com- 

PANIES 2 5 i ese Aaya eae tinued Seana | tower ettaete le eeerteaeee 2 TEs ne causal eceeos oes ear ser soe 
Telephone companies.............. 3 123 75 134 SUZ |e vcreterabers| Sete oars | tae 165 
Fobacco: companies see: 2 sachets oie ee ee ie een ee a eee ae iy rs Sree Sco done Gen 2 Shc oc trod ais 
PRP AIN WEY Sites acter ter. farn eatin ec sll toe eRe 8 1 289))|Sconuchecsne ron INI ae ionge NGl oO ce hoe osc 
Trust, loan and finance companies. . 5 52 6 db Wy (sg Rea ae 25 52 48 40 
Surcharge: on taxes. coo o.66 5-6 bc ieso wa [leasu teh ake) sulle epvar sista bot vere acerca cell eae fe: earoucles ees coe cle ree et Oe bt Ae. abet fe 

B. TAXES APPLIED GENERALLY, other 

than on above classes in indi- 

vidual provinces, and including 

INCOME tAXCS etic. sn acho aotanaane 53 579 351 10,708 17,411 1,494 (Hp 1,586 5,350 

C. License Fess, in certain cases....|......... 18 Be hs slaves | veces iece tahoe | teen eee 22) a erect 
ToTaL CORPORATION TAXES........... 242 1,507 1,044 | 15,720 | 21,963 2,842 1,617 3,040 9,661 
LAX ECD VENUES site = cotta aie ed 9 eras ao 723 5,519 3,927 | 52,191 | 70,333 9,280 | 10,626 9,076 20,981 
TLOTAL PRE VMNUBSS racers ature seit oie 1,683 | 12,778 9,984 | 82,259 | 103,957 | 17,346 | 21,265 | 20,875 36,718 
% Corporation taxes to: 
Daeirevenuesaere chemise tee a 33:5%|- 27-38%) 26:6%| 30-1%| 31-2%| 30-6%| 15-2%| 33-5%| 46:0% 
DT OLA r CUENUES sae chs Soa A ee 14-4 11-8 10:5 19+] 21-1 16-4 7-6 14°6 26-3 


1 Source: Comparative Statistics of Public Finance, Dominion-Provincial Conference on Reconstruction. 
2 For a composite twelve months period comprising the nine months fiscal period ended March 31, 1941, and the three months 
period ended June 30, 1941. 
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